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The California Independent Petroleum Association reggbicsubmits the following
comments on the Revised Draft AB 32 Scoping Plan.

The mission of the California Independent Petroleunogission (CIPA) is to promote
greater understanding and awareness of the unique natuaéfofriia's independent oil
and natural gas producer and the market place in whichsteaperates; highlight the
economic contributions made by California independeniscal,| state and national
economies; foster the efficient utilization of Gatnia's petroleum resources; promote a
balanced approach to resource development and environmenteadtion and improve
business conditions for members of our industry.

CIPA appreciates the opportunity to submit the following cemis to the California Air
Resources Board (CARB) for its consideration. The bemof CIPA believe that
domestic petroleum production already plays a meaningkelim helping the state meet
its policy goals for reducing green house gas emissio@alifornia. Moreover, CIPA
and its members stand ready to do their part, to tlemegtacticable, to reach further
reductions. But it is important to keep in mind that @atifa oil and gas production
already represent the most environmentally friendlg@sses in the industry both
nationally and internationally.

The Case

In the revised Scoping Plan, CARB makes the case fanprecedented level of
regulation based upon the perceived environmental and publib beats of inaction, a
flawed macroeconomic analysis that ignores the mear &nd incremental real costs of
this far reaching scheme, phantom household and businesgssawsubstantiated
claims of the measure’s ability to drive investment anavtjtand questionable claims of
public health improvement.

What this will translate to, if taken to its logieitension, for California based petroleum
production, already the most regulated and environmentalydily oil fields in the

world, is a curtailment of domestic production. Domegt@duction accounts for
approximately 40 percent of demand in California. Curtailedestic production will

lead to tankered imports from fields far less environmbnfiaeéndly- in terms of both
carbon as well as criteria pollutants- to meet domestinand for fuel. This will lead to
large scale and widespread leakage.

It is important to remember that “sustainability” ha® @spects: we must not overtax or
abuse our natural resources; but nor can we destroydhera vitality of our resource
production activities. Failure to keep a balance in th@seaspects is not sustainable.



The Nature of the Scoping Plan

If the Scoping Plan were a rulemaking we would marshafayaes to resist this
unprecedented sweep of thinly supported, economically unsaumehand and control
regulation. But the plan is not a rulemaking. The @aastatutorily required “road
map” for climate change policy and all of the sectorgsubmit their respective policy
options to individual rulemakings.

We're counting on the map to change. We understanavtieat the individual measures
contemplated by the Scoping Plan are subjected togbisrof an official rulemaking
under the Administrative Procedures Act, the true impactsociety, citizens and our
economy will be known and we can move past this aggreégats dollar weighted,
macroeconomic analysis based upon unrealistic inputs.

We understand that CARB must approve the Scoping Plan ilndserve our criticisms
for the individual rulemakings that we are currentlyrkiag in and those that will follow.

A Note on Cap and Trade

We recognize that CARB is considering a cap and trade pragrisnAB 32 scoping
plan. We are quite concerned, however, that an agehage historical mission has
been to impose command and control strategies wilimelse heavily on traditional
regulation rather than markets in their plan. Wefarther concerned that any market
approach be designed correctly.

Many reasonable and respected economic experts includindgttket Advisory
Committee, as well as the drafters of the Kyoto Rmaltdhave endorsed market
mechanisms. Our friends in Europe, who are way aheas iofthe climate change
politics department, are using them to reduce GHG emisatogignificantly lower costs.
But the most compelling evidence by far comes from oueaglies at the AB 32
Implementation Group who tell us that a Congressi&asiearch Office report concluded
that market mechanisms generate GHG emission reduettifins times | ess cost.

It's important that the state carefully comparedbsts of both market and regulatory
mechanisms for complying with AB 32t is vital for decision-makers to understand the
relative costs of market and regulatory approaches foplying with AB 32.

California's Cap and Trade program should not have geogregdtiactions. To truly
minimize costs, the Cap and Trade Market program muglobal in reach and structure.

The program must include a broad based process to créstspénd credits and offsets
should be designed for the widest possible applica@ithat the regulated community
can have a reasonable chance to comply with the nemeegCredits and offsets are
valuable tools to avoid leakage of emissions to othersstate countries, and could
prevent the loss of thousands of jobs.



California’s market program should align with other ertgtor planned markets such as
the European Union’'s ETS program. Establishing one worlddatdnfor fungible
carbon credits is an important element in establishmgféective program. A broad
based program for creating offsets begins the procdsslding a world system.

It is critical that the market program be harmonized withhmand and control programs
to ensure that the programs work efficiently and effetyiand do not subject facilities
to overlapping, competing requirements.

Finally, a Market Mechanism must minimize the use of tians” to allocate GHG
emission allowances among the facilities within aaect

Beyond the Scoping Plan

We will continue to work with CARB staff toward a bstunderstanding of the oil and
gas sector emissions, and we will work on reductionegiras, but we think it is
important to understand the number, scope and reach sif#tegies already deployed in
California oil and gas production that we detailed in oewipusly submitted comments
on the first draft Scoping Plan.

Much has already been done by our industry. We havklisbid a solid working
relationship with our Sector staff and will continueatork proactively with them in this
process. We cannot stress enough how important ittiC#RB avoid actions that might
lead to a curtailment of domestic production which is a Bggmt hedge against foreign
imports that have far higher GHG impacts.



